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Abstract: This study examines the consistency of external auditors in evaluating 
internal control structures using two different audit methodologies, their current firm 
procedures and a standardised, structured matrix approach. Previous consistency 
studies have evaluated consistency over time. This study acknowledges that in the 
current audit climate auditors change firms more frequently that previously, therefore 
gaining exposure to different methodologies. Also, more public interest exists in the 
performance of auditors and their firms. Hence, evaluating consistency across 
methods rather than over time would appear beneficial. 
 
Irrespective of the method used, an auditor should arrive at the same evaluation. 
Ninety-four practicing auditors from five different firms performed the evaluations. 
Overall a satisfactory level of consistency was achieved. This helps to support the 
concept of a self-regulating profession maintaining a satisfactory level of performance 
among its members as regards one professional trait, consistency. 
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The consistency of individual auditors in performing evaluations 
 
 
Introduction 
 
Due to the current spate of corporate collapses[1], confidence in the auditing 
profession worldwide is being undermined (Harrington & McCahey, 2002). On a 
global basis, the profession is still predominantly self-regulatory[2]. It would 
therefore appear critical that external auditors are perceived as maintaining the high 
standards expected of any profession. For example, it would be anticipated that 
individual auditors would be consistent in their audit judgements irrespective of the 
methodology utilised in arriving at that judgement.  
 
However individual auditors usually act as agents of their accounting firm, and all 
accounting firms do not audit in precisely the same manner and/or utilising the same 
methodology. Studies which have reviewed audit firms’ methodologies, such as 
Lemon et al. (2000), Bell et al. (1997), Janell and Wright (1991), Dirsmith and 
Haskins (1991) and Kinney (1986), note audit firms are not homogeneous in their 
approach to performing audits. Indeed, for marketing purposes firms may wish to 
highlight differentiation from their competitors (by emphasising factors such as a 
more “client friendly” approach, for example). The best way to describe the difference 
is in terms of how structured or otherwise the approach is. Kinney (1986) in his 
review of audit firm procedures summarised their differing approaches as follows:  
 
.. unstructured firms use less structured guidance and leave more considerations to 
the judgement of the field auditor. (p.75). 
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Dirsmith and Haskins (1991 p.70) expand upon Kinney’s concept of structure and 
identify less structured firms in their study as follows (considering the current scrutiny 
of audit performance mentioned above, a contemporary review of this description by 
the authors might lead to its amendment): 
 
.. integrated test results and consideration of the audit risk model are not formalised 
for such firms. 
 
Therefore auditors who change firms have to adapt to the new methodology, and these 
days auditors change firms more frequently that previously. Sometimes change is 
imposed upon them due to accounting firm mergers/takeovers. Research which 
formerly referred to the “Big 8” accounting firms globally now refers to the “Big 4” 
due to the demise of one, but principally due to mergers of the big firms. Second tier 
firms have followed suit. Apart from mergers, auditors may still change accounting 
firms more frequently than previously. Abernethy (2002) notes how the qualification, 
chartered accountant is still very attractive and once qualified, trainee auditors often 
have several attractive job offers to choose from. Hence in a plentiful job market, the 
former concept of firm loyalty is not as strong as was previously the case and good 
staff may move on as soon as they qualify. 
 
The purpose of this study is to ascertain whether or not individual auditors are 
consistent in performing audit evaluations, irrespective of the methodology used. 
There have been previous studies of consistency in the audit literature[3] usually as 
addendums to consensus studies. But all of these study consistency over time, by 
having individual auditors perform the same evaluations in different time periods and 
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comparing the results. The current study evaluates consistency across methodologies. 
It is hoped individual auditors will be consistent in their evaluations, irrespective of 
the methodology used, thus demonstrating one laudable trait in the profession and 
therefore possibly strengthening the argument for continuing self-regulation. 
 
Background to study 
 
One critical component of the financial statements audit process (Arens et al. 2002 
p.317) is internal control evaluation. Auditors are bound by applicable auditing 
standards (using Australian Auditing Standard AUS 402 – Risk Assesments And 
Internal Controls (Institute of Chartered Accountants in Australia, 2002) as an 
example) to evaluate the reliability of a client’s internal control structure to develop 
an effective audit approach. External auditors also assess the internal control 
structures of their clients when providing assurance services, such as systems reviews, 
risk assessments and control evaluations (a growing business area for audit firms, as 
Maijoor (1998) notes). Therefore this section of an audit was selected as an 
appropriate function within which to evaluate consistency. 
 
As mentioned above different audit firms use different methodologies to perform this 
evaluation. The auditing standards provide general guidelines as to how an internal 
control structure is to be evaluated. For example AUS 402 divides the internal control 
structure into three elements, which are to be evaluated before concluding on the 
reliability or otherwise of the overall structure. These are: 
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(i) control environment (CE); 
(ii) information system (IS); and  
(iii) control procedures (CP). 
 
It then provides a list of factors auditors should consider in assessing the above 
elements. However the lists are not exhaustive and neither is their use mandatory. 
Further, recording of the assessment can be in “quantitative or non-quantitative” 
terms, i.e. numeric or linguistic. Accordingly, research such as the Lemon et al. 
(2000) study notes how some audit firms appear reasonably unstructured in their 
approach to internal control evaluation. They appear to offer significant support to 
their field auditors, in terms of audit software (usually with templates of points for 
consideration in assessing any particular area) and review procedures. But they do not 
appear to insist upon formalising procedures, such as completion of these templates or 
concluding memos. Reliance upon the judgement of their field staff (presumably 
justified by confidence in their training methods) appears strong.  
 
If auditors are taken from this environment and placed into a more structured 
procedural regime, would they still arrive at the same conclusion as to the reliability 
of an internal control structure? One would not anticipate a significant difference in 
the overall rating individual auditors give to an internal control structure (and its 
component elements) irrespective of which evaluation method they use, structured or 
unstructured. The result should be the same as the internal controls have not changed, 
only the method of evaluation. 
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The current study therefore tests the consistency of individual auditors in performing 
internal control evaluations. They are asked to evaluate the same entity using two 
different evaluation methods, their current firm’s evaluation procedures and a 
structured matrix model of evaluation (from hereon termed the matrix approach). A 
hypothesis can be stated as follows: 
 
H1: There will be no significant difference in the overall rating individual auditors 
give to an internal control structure (and its component elements) irrespective of 
which evaluation method they use, the matrix approach or current firm model.  
 
Test design 
The participants required for the experiment needed to be practicing auditors with at 
least 18 months practical audit experience. Five audit firms, as summarised at Table 
III, agreed to provide the appropriate number of subjects. These were two “Big 5” 
(now “Big 4”) firms, two second tier firms and one Auditor-General’s (AG) office.  
 
Each subject was then given a survey instrument[4] which consisted of a four page 
summary of the internal control structure of a fictitious entity and one significant 
transaction stream (STS) therein, namely purchasing. To mirror reality, the first page 
and a half contained all relevant information about the company’s control 
environment, just as a practicing auditor would obtain in the Knowledge of Business 
section of a current audit file. The next half-page gave a full description of the 
company’s accounting information system and the final page and a half, a full 
description of the specific control procedures adopted in the purchase ordering and 
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receiving areas. This information was provided just as an auditor would find it in the 
systems description section of a current audit file. 
 
Subjects then performed two evaluations of the internal control structure for that STS, 
using their current firm evaluation techniques and the matrix approach. As all firms 
had differing techniques, they were asked to summarise their firm evaluation method 
by evaluating the 3 elements of internal control from AUS 402 (identified above) and 
then giving an overall evaluation, on a 9-point scale as per Table I.  
 
Table I – Summary of Internal Control Evaluation Using Audit Firm Procedures 
                                                   Moderately                               Highly  
Unreliable                                    Reliable                                Reliable   
Control 
Environment 
1            2            3            4            5           6           7          8           9 
Information System 1            2            3            4            5           6           7          8           9 
Control Procedures 1            2            3            4            5           6           7          8           9 
 
Overall Evaluation 1            2            3            4            5           6           7          8           9 
 
As all firms audited in accordance with the AUS, this evaluation framework should 
have been familiar to them. However, how they arrived at the reliability rating they 
gave to an element, using the firm method, may have been completely different to 
how they arrived at a rating using the matrix method (below). They may have 
considered some or all of the factors listed in the matrix method, or they may have 
considered additional elements/factors and used checklist templates or other software 
tools. They may have considered the factors and elements individually or in total 
before arriving at a final rating. Table I simply summarises the results of their 
deliberations using current firm procedures. 
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Three of the five firms agreed to discuss, in general terms, their evaluation 
methodologies. All three provided in-house software to their staff which provided 
templates of factors to consider at all stages of control evaluation. One firm insisted 
the templates be completed and filed, one did not enforce this procedure and one 
declined to elaborate, for confidentiality reasons. All three summarised their overall 
assessment of internal controls (in any particular area) by way of narrative memo, 
using linguistic not quantitative terms. One of the three had a standardised “sign off” 
memo, one firm left it to each individual field auditor and again one declined to 
elaborate. The representatives of all five firms considered their staff could summarise 
their audit firm assessment using the summary as per Table I, even though they were 
not used to such a summary procedure. 
 
The matrix evaluation method is a very structured type of approach to internal control 
evaluation. Essentially each of the three elements from the accounting standard was 
taken in turn, and in the order presented therein. For each element, the factors listed 
for consideration as per the standard, are then presented to the subject and he/she rates 
each individual factor before then assigning an overall rating to the element. Table II 
summarises the control environment evaluation matrix. Similar matrices were 
completed for the information system (including five factors such as database 
contents and data input) and control procedures (including six factors such as 
segregation of duties and authorisation) elements, before completing an overall 
assessment of the reliability of the internal control structure in the STS on a 9-point 
scale. 
 
 10
Table II - The Control Environment Evaluation Matrix 
                                              Moderately                                Highly Unreliable                                  Reliable                             Reliable 
Managements philosophy 
and operating style  1           2           3           4           5          6          7         8          9 
Organisational structure  1           2           3           4           5          6          7         8          9 
Assignment of authority 
and responsibilities  1           2           3           4           5          6          7         8          9 
Internal audit  1           2           3           4           5          6          7         8          9 
Use of information 
Technology  1           2           3           4           5          6          7         8          9 
Human resources  1           2           3           4           5          6          7         8          9 
Audit committee  1           2           3           4           5          6          7         8          9 
Overall assessment 
Control Environment  1           2           3           4           5          6          7         8          9 
 
Hence, using the matrix approach the respondents assessed and scored 18 individual 
factors, three summary elements and finally one overall evaluation. The 18 individual 
factors were predominantly set at a reliable level i.e. in general, good internal control 
factors were described. However, to avoid the respondents falling into a “pattern 
effect” occasionally one or two factors in an element were set at an unreliable level 
(i.e. a weakness was input into the control structure, such as no computer processing 
controls in an otherwise well controlled computer environment). 
 
The scores they assigned to the three summary elements and the overall score could 
then be compared to the scores they assigned using their current audit firm method, 
summarised in Table I, to see if they were consistent.  
 
Results 
 
The overall aim of internal control evaluation is to form an opinion as to whether or 
not the internal control structure under review is reliable. So, irrespective of the 
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method of evaluation used, structured or otherwise, an auditor should come to the 
same conclusion as to reliability or otherwise of the internal controls in a particular 
area.  
 
Table III – Consistency of Auditors Using Two Internal Control Evaluation Methods 
Audit Firm Variables: Pair-wise Comparison Matrix 
(mean) 
Firm 
(mean) 
t 
Big Five 1 Control Environment  5.67 5.83 -.546 N/S 
(n = 20) Information Systems  5.56 5.83 -.792 N/S 
 Control Procedures  5.76 6.00 -1.07 N/S 
 Overall Internal Control Structure 5.67 5.89 -1.28 N/S 
Big Five 2 Control Environment  6.61 6.74 -.901 N/S 
(n = 23 ) Information Systems  6.26 6.13 .530  N/S 
 Control Procedures  6.04 6.26 -1.09 N/S 
 Overall Internal Control Structure 6.00 6.35 -2.15 N/S 
AG Control Environment 5.72 6.04 -1.61 N/S 
(n = 25) Information Systems  6.08 6.08 .000  N/S 
 Control Procedures  5.36 5.68 -1.39 N/S 
 Overall Internal Control Structure 5.60 5.84 -1.18 N/S 
Second Tier 1 Control Environment  5.92 5.83 .364  N/S 
(n = 13) Information Systems  5.58 5.92 -1.17 N/S 
 Control Procedures  5.08 5.92 -3.45 N/S 
 Overall Internal Control Structure 5.33 5.75 -1.33 N/S 
Second Tier 2 Control Environment  6.69 6.69 .000  N/S 
(n = 13) Information Systems  7.23 7.38 -.805 N/S 
 Control Procedures  6.15 6.54 -2.73 N/S 
 Overall Internal Control Structure 6.00 6.77 -1.59 N/S 
Total group Control Environment  6.10 6.24 -1.47 N/S 
(n = 94) Information Systems  6.12 6.21 -.716 N/S 
 Control Procedures  5.69 6.04 -3.59 ** 
 Overall Internal Control Structure 5.74 6.10 -3.30 ** 
(N/S = not significant, ** = significant at 99.9%) 
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As all 94 subjects in this study evaluated the same entity using both evaluation 
methods, it is valid to use a matched pair comparison t-test (comparing means), as 
described by Huck et al (1974) to ascertain if they are consistent in their evaluations 
of the three elements of internal control (CE, IS and CP) and their overall evaluation 
of the internal control structure. This test was analysed on a firm-by-firm basis as well 
as overall. Table III summarises the results. Four comparisons were made for each of 
five firms, and for the group as a whole yielding 24 pair-wise comparisons in total. 
Using a Bonferroni procedure to control for an inflated family-wide type 1 error (refer 
to Neter et al (1985)) the significance level was set at 99.79% (.05/24). Of the 24 
comparisons, auditors yielded a consistent result in 22 cases. The only two exceptions 
related to the group as a whole, which recorded a significant difference in its 
evaluation of the control procedures element of internal control and in its overall 
evaluation of the internal control structure (refer to Table III).   
 
Appendix 1 demonstrates the results of the pair-wise comparisons without the 
Bonferroni adjustment and a review of this evaluation helps to explain the achieved 
results as per Table III. Referring to the Appendix, two firms (ST1 and ST2) had a 
significant difference in their evaluation of the control procedures element of internal 
control and the effect of this was to also make the difference significant to the group 
as a whole. One firm (BF2) had a significant difference in its overall evaluation of the 
internal control structure and the effect of this was to also make the difference 
significant to the group as a whole.  
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All five differences follow a consistent pattern. In each case (referring to Appendix 1) 
the mean score assigned to an evaluation using the current firm procedures method 
was greater than the score assigned using the matrix method. Under this method of 
evaluation the subjects assigned a score to the summary element (for example control 
procedures) immediately after assigning a score to each individual factor that 
comprised it. Under the firm method a single score was recorded to summarise each 
element only after first having evaluated the area as a whole, i.e. individual factor 
scores weren’t recorded and then combined, as with the matrix method.  
 
It is possible that in reviewing the individual factor scores, before assigning a total 
score to the element (as in the matrix method of evaluation) some participants may 
have considered the possible effect of a less reliable factor and thus ranked the area 
lower under this method. (It was mentioned earlier how on occasion an unreliable 
factor was inserted into a generally reliable element of internal control). In the firm 
method, as only one score encapsulated the whole element, respondents may not have 
been affected by the sight of the low score on a less reliable factor and so ranked the 
whole area a little higher. It is important to note that this only occurred in 2 of the 15 
evaluations of element areas, by the subjects of the five firms. 
 
Similarly, in the overall evaluation it is possible that the sight of the lower scores on 
individual items (in the matrix method) may have contributed on occasion to a lower 
score than under the firm method, in which individual scores of items were not firstly 
recorded. This occurred in only one of the five evaluations of the overall structure. 
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The hypothesis had predicted there would be no significant difference in the ratings 
auditors assigned to individual elements and to the overall internal control structure, 
irrespective of which evaluation method was used (matrix or firm). As 22 of 24 
evaluations were found to be consistent and the 2 exceptions (or the 5 exceptions, 
prior to the Bonferroni adjustment) are all going the same way, this would appear to 
offer moderate support for the hypothesis.  
 
Summary and conclusion 
 
Previous studies on the consistency of individual auditors have looked at consistency 
over time. This study looks at consistency while using different evaluation methods. 
This appears important in the current environment whereby individual auditors may 
change audit firms, or have change imposed upon them, more frequently. Also, as the 
general public currently appear to have a greater interest in the audit process, evidence 
of consistency, irrespective of method, may go a little way towards allaying fears of 
an unreliable profession. The methodologies of audit firms vary in terms of how 
structured they are as regards matters such as documentation of decisions made at 
various stages of the audit process and the use of decision aids and software. But in 
evaluating the reliability or otherwise of the internal control structure of a client, an 
individual auditor should arrive at the same conclusion, irrespective of the 
methodology employed in arriving at that assessment.  
 
In this study, 94 practicing auditors from 5 different audit firms performed such an 
evaluation, using two different evaluation methods, their current firms’ procedures 
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and a standardised structured matrix approach. As a group, they demonstrated a 
satisfactory level of consistency. 
 
The study therefore appears to provide a reasonable amount of evidence that 
individual auditors are consistent a significant proportion of the time in performing 
internal control evaluations. This would appear important considering the current 
environment of some public criticism of the auditing profession. One hoped for trait 
in any profession would appear to be consistency in performing judgements, 
irrespective of the firm/agent - and hence methodology - employed. The results of this 
study provide support for that trait as regards auditing. This would appear to offer 
some support to the principle that the auditing profession should continue to be self-
regulating. In the one area looked at in this study, internal control evaluation, although 
the standard issued appears general and does not prescribe a specific methodology at 
all stages, individual firms have applied it in differing ways yet their agents appear to 
arrive at the same conclusion when they used two different methods. 
 
Future research could investigate whether individual auditors maintain this 
consistency as other judgemental areas of auditing are pursued, such as going concern 
evaluation. The limitation of the current study is that due to confidentiality constraints 
it is impractical to assess just how different the matrix approach is to the approach 
utilised by the firms the subjects work for. But as mentioned above, informal 
discussions hinted at a less structured approach being employed by those firms.  
 
Notes 
[1] As evidenced for example in the United States by Enron, Sunbeam and 
WorldCom, and in Australia by HIH (the collapse of one of the country’s largest 
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insurance groups), Harris Scarfe (the liquidation of a large department store chain in 
South Australia) and One-Tel (the collapse of a large mobile phone operator). 
 
[2] Refer for example to Gill et al. (1999) for a breakdown of the audit regulatory 
environment in Australia. The UK and US have similar environments. Auditing 
standards are designed and implemented by professional bodies and do not have 
statutory backing. Disciplinary measures against auditors are also still predominantly 
controlled by the professional bodies. 
 
[3] Ashton (1974) found responses of individual auditors to be highly consistent over 
time. Felix and Niles (1988) note how replication of Ashton’s work, in studies such as 
Hamilton and Wright (1977, 1981 and 1982) and Ashton and Brown (1980) yielded 
similar overall results. Joyce (1976) similarly found considerable consistency in 
auditor assessments of internal controls. 
 
[4] Two firms had the subjects complete the survey instrument at the end of a 
professional development seminar. The other three had it completed by “mail-out” to 
all appropriate staff. 
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Appendix 1 - Calculation of Pair-wise t-Tests for Consistency – Without 
Bonferroni Adjustment 
 
Consistency of Auditors Using Two Internal Control Evaluation Methods 
Audit Firm Variables: Pair-wise Comparison ICE 
(mean) 
Firm 
(mean) 
t 
Big Five 1 Control Environment (A8 to G1) 5.67 5.83 N/S 
(n = 20) Information Systems (B6 to G2) 5.56 5.83 N/S 
 Control Procedures (C7 to G3) 5.76 6.00 N/S 
 Overall Internal Control Structure(D1 to G4) 5.67 5.89 N/S 
Big Five 2 Control Environment (A8 to G1) 6.61 6.74 N/S 
(n = 23 ) Information Systems (B6 to G2) 6.26 6.13 N/S 
 Control Procedures (C7 to G3) 6.04 6.26 N/S 
 Overall Internal Control Structure(D1 to G4) 6.00 6.35 * 
AG Control Environment (A8 to G1) 5.72 6.04 N/S 
(n = 25) Information Systems (B6 to G2) 6.08 6.08 N/S 
 Control Procedures (C7 to G3) 5.36 5.68 N/S 
 Overall Internal Control Structure(D1 to G4) 5.60 5.84 N/S 
Second Tier 1 Control Environment (A8 to G1) 5.92 5.83 N/S 
(n = 13) Information Systems (B6 to G2) 5.58 5.92 N/S 
 Control Procedures (C7 to G3) 5.08 5.92 ** 
 Overall Internal Control Structure(D1 to G4) 5.33 5.75 N/S 
Second Tier 2 Control Environment (A8 to G1) 6.69 6.69 N/S 
(n = 13) Information Systems (B6 to G2) 7.23 7.38 N/S 
 Control Procedures (C7 to G3) 6.15 6.54 * 
 Overall Internal Control Structure(D1 to G4) 6.00 6.77 N/S 
Total group Control Environment (A8 to G1) 6.10 6.24 N/S 
(n = 94) Information Systems (B6 to G2) 6.12 6.21 N/S 
 Control Procedures (C7 to G3) 5.69 6.04 ** 
 Overall Internal Control Structure(D1 to G4) 5.74 6.10 ** 
(t-scores in Table III. N/S = not significant, * = significant at 95%, ** = significant at 
99%) 
 
